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FY 2019 Advertised Budget Context

. Focuses on priority requirements in FY 2019

- Expands County and School cooperation and collaboratio
ncorporates One Fairfax into denskomg process

nitiates multiear strategic planning effort

. Plan for FY 2020 and beyond

. Continues to identify efficiencies
+ Lines of Business Phase 2, working in partnership with Schools
+Joint Budget Workgroup
1 Expenditure trends




FY 2019 Advertised Budget Highlights

Recommended Real Estate Tax rate of $1.155 per $100 of as8essed
Increase of 2.5 cents

- An overall increase for County and Schools of 4.38%

+ Fully funds School Boardods request
revenues

+  Begins to address increased School capital needs with the assumption of an
increase of $25 million in school bonds

Fully funds compensation for all County employees

- Funds Board priorities such as Diversion First, Gang and Opioid Pre
Efforts, Early Childhood Initiatives, South County Police Positions

Net position increase of 77 County positions

- Avail able balance of $3.88 mi | |




FY 2019 Budget by the Numbers

. FY 2019 General Fund Revenues are increased $192
million, or 4.69%, overEie2018 Adopted Budget Plan

. FY 2019 General Fund Disbursements are increased
million, or 4.42% overENe2018 Adopted Budget Plan




FY 2019 Advertised Budget Summary

. In November, County and Schools presented joint fisc
forecast

1 Revenues projected to grow 2.6 pepcemadrily driven by
moderate growth in Real Estate

1 At that time, projected joint budgetary shortfall of almost $99

. Real Estate picture has improved 8lrghdnue growth
now projected at 2.82 percent

- At the current Real Estate Tax rate, important investm
County employees and other Board priorities would be
partially funded or deferred



FY 2019 Advertised Budget Summary

- With no change to Real Estate Tax rate:

A Schools support would be reduced by more than $28 million
what is included in the FY 2019 proposal

AThe Countydés Market Rate Ad
1.26% (of the calculated 2.25%)

A Limited funding would be available for Diversion First, Gang
Prevention, Opioid Epidemic, South County Police Positions,
Readiness Initiatives, and other priorities

- A 2.5 cent increase In the Real Estate Tax rate results
Increase in the average tax bill of approximately $268



Economic Outlook
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National Economy

In 2017, U.S. economy experienced faster growth than it had in 2016
+ Real GDP grew 2.3%, up from 1.5% in 2016

2.1 million jobs were added in 2017, another solid year after 2.2 million were
2016

+  December was the 87th consecutive month of job gains, one of the longest streaks

+ Wages grew 2.9 percent in January compared to a year ago, the best gain since June
+ Points to a tightening labor market

The Federal Reserve continued to raise the federal funds rate at a gradual
throughout 2017

+  Most economists expect 3 rate hikes in 2018
+ Pace of tightening might accelerate if inflation rises abruptly
+ Interest rates impact the Investment Interest revenue that the County earns on its port

Consumer confidence is high

Added stimulus by the recently approved federal tax reform is expected to &
reinforce the economy




National Economy

- Looking ahead, most economists expect an above averag
the U.S. economy in 2018

. Potential risks for the future performance of the economy

1

Extended current business cycle, which is almost in its ninth year c
expansion

Structural imbalances in the economy such as labor shortages of ¢
workers and demographic changes

Rising interest rates and Fed tightening policy

Stock market volatility

White House administration policy regarding trade and immigratior
Federal spending




Local Economy

After underperforming for years as a result of the 2013 sequester, In
Washington regionds economy (gr e

+  Growth was achieved in spite of the absence of significant federal spending i

+In 2010, federal government spending accounted for almost 40% of the Gros
Product; by 2017, it was down to an estimated 30%

Office vacancy rates in the County are declining

+  As of miglear 2017, direct office vacancy rate was 15.4%, down from 15.8% a
of 2016

+ The amount of empty office space declined to 18.9 million sq. ft.
Countyodos FY 2019 real estate ec

The effects of sequestration and defense spending cuts are lasting

- Employment in Professional and Business Services sector, which includes m
contractors, is still 3.3% below the 2012 level (prior to the sequester)

+Jobs being added in Education and Health Services, Financial Activities, Leis
Hospitality




Federal Fairfax County Procurement Contract Awards

Procurement
Spending In
Fairfax County $25,000
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A Federal procurement
contracts in the County
increased 4.8% in2BY6
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A After declining in the
previous 4 years, defense
spending increased in
2016
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A Federal procurement
spending is 9.0% below if
level in 2012
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Falrfax Countyos Labor

Job Growth in Fairfax County

(all data as of June each year)

A

Employment (Decrease) Change
2012 597,533 12,352 2.1%
2013 595,638 (1,895) (0.3%)
2014 588,507 (7,131) (1.2%)
2015 596,878 8,371 1.4%
2016 603,348 6,470 1.1%

2017 610,318 6,970 1.2%




Avallable Resources




